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OATH OR AFFIRMATION

I, Michelle Dragoo , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

—..Dupree & Company, Inc. » s
of  December 31 , 2006 , are true and correct. [ further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

e ANeSIN.3 1y @Y@@O

Signature -
3 e (22 000ckont
e . itle

V4 Notary Public

This report ** contains (check all applicable boxes):

Bl (a) Facing Page.

Bl (b) Statement of Financial Condition.

Kl (c) Statement of Income {Loss).

&I (d) Statement of Changes in Financial Condition.

(c} Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprictors’ Capital.

O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

Kl (g) Computation of Net Capital.

B (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

&l (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

B () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

i (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

& () An Oath or Affirmation,

O (m) A copy of the SIPC Supplemental Report.

[0 (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Marr, Miller & Myers, PSC

Certified Public Accountants P.O. Box 663
(606) 528-2454 (FAX 528-1770) Corbin, Kentucky 40702

INDEPENDENT AUDITOR'S REPORT

January 24, 2007

Board of Directors and Stockholders
Dupree & Company, Inc.
Lexington, Kentucky

We have audited the accompanying statements of financial condition of Dupree & Company,
Inc. as of December 31, 2006 and 2005, and the related statements of income, changes in
stockholders' equity and cash flows for the years then ended. These financial statements are
the responsibility of the Company's management. Our responsibility is to express an opinion on
these financial statements based on our audits.

We conducted our audits in accordance with U.S. generally accepted auditing standards. Those
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation. We believe
that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financiai position of Dupree & Company, Inc. as of December 31, 2006 and 2005, and the
results of its operations and its cash flows for the years then ended in conformity with U.S.
generally accepted accounting principles.

L]

F?wu, T lhans ¢ Tyyamar, P3¢

Certified Public Accountants




DUPREE & COMPANY, INC.
Lexington, Kentucky

STATEMENTS OF FINANCIAL CONDITION
December 31,

ASSETS
2006 2005
Cash $ 228568 $ 352289
Interest receivable 352 277
Receivable-other 476,140 477,084
Trading securities, at market (Note 2) 9,237 10,554
Prepaid expenses 1,359 1,078
Property and equipment, net of accumulated depreciation (Note 3) 61,332 37,364
TOTAL ASSETS $ 776988 $ 878646
LIABILITIES AND STOCKHOLDERS' EQUITY
Accounts payable and accrued expenses $ 628685 $ 74345
COMMITMENTS AND CONTINGENCIES (Notes 6, 8, and 9)
Common stock, no par value, 6 800 shares authorized issued and
outstanding, 68 shares voting and 6,732 shares nonvoting 68,000 68,000
Additional paid-in capital 4,406 4,408
Retained earnings 541,897 731,895
Total stockholders' equity 714,303 804,301
TOTAL LIABILITIES AND STOCKHOLDERS'
EQUITY $ 776968 $ 878,646
The accompanying notes are an integral part of these financial statements.
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' DUPREE & COMPANY, INC.
Lexington, Kentucky
l STATEMENTS OF INCOME
Years Ended December 31,
I 2006 2005
REVENUES
l Fiscal agency fees $ 54166 $ 57,143
Investment advisory and transfer agent fees (Notes 5 and 8) 5,453,241 5,367,333
Interest 11,855 7,227
I Net gain (loss) on sale of trading securities (1,304) 7,527
Other income 7,686 10,884
Total revenues 5,525,644 5,450,114
l EXPENSES
Salaries 2,207,853 2,146,572
l Employee death benefit - 193,592
Fiscal agency expenses 10,883 1,639
Bank service charges 17,252 16,625
Rent (Note 6) 86,510 86,510
I Insurance 116,448 143,471
Taxes and licenses 196,594 171,647
Advertising (Note 7) 58,715 71,873
l Office supplies and expenses 18,061 16,377
Postage and shipping 2,646 5,853
Telephone 12,951 14,656
l Dues and subscriptions 33,869 28,584
Travel and entertainment 4622 9,512
Professional fees 33,435 38,380
l Maintenance and repairs 27.317 56,794
Depreciation 25,757 24,431
Shareholder maintenance and dealer agreements 195,457 240,996
l Total expenses 3,048,370 3.266.512
INCOME BEFORE STATE INCOME TAX PROVISION 2,477,274 2,183,602
. Provision for state income tax 171,381 150,523
. Net income $ 2,305,893  $2.033.079
. The accompanying notes are an integral part of these financial statements.
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' DUPREE & COMPANY, INC.
Lexington, Kentucky
l STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY
Years Ended December 31, 2006 and 2005
Additional
Common Paid-in Retained
l Stock Capital Earnings
Balances at January 1, 2005 $ 68000 % 4406 $ 688976
. For the year ended December 31, 2005:
Net income - - 2,033,079
Dividend distributions - - (1,990,160)
l Balances at December 31, 2005 638,000 4,406 731,895
I For the year ended December 31, 2006:
Net income ' - - 2,305,893
Dividend distributions - - (2,395,891)
l Balances at December 31, 2006 $§ 68000 $ 4406 § 641897
l The accompanying notes are an integral part of these financial statements.
l Page 4




DUPREE & COMPANY, INC.
Lexington, Kentucky

STATEMENTS OF CASH FLOWS
Years Ended December 31,

CASH FLOWS FROM OPERATING ACTIVITIES
Net income
Net (gain) loss on sale of trading securities
Non-cash {income) expenses included in net income:
Depreciation
Changes in assets and liabilities:
{Increase) decrease in interest receivable
{Increase) decrease in receivable-other
(Increase) decrease in prepaid expenses
Increase (decrease) in accounts payable and accrued expenses
Net cash provided by (used in) operating activities

CASH FLOWS FROM FINANCING ACTIVITIES
Dividend distributions
Net cash provided by (used in) financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipment
Purchase of investments
Proceeds from sale of investments
Dividend reinvestment
Net cash provided by (used in) investing activities

Net increase (decrease} in cash

CASH
Beginning
Ending

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION
Cash payments for;
Interest
Income taxes

The accompanying notes are an integral part of these financial statements.

2006 2005
$2,305893  $2,033,079
1,304 (7.527)
25,757 24,431
(75) (113)
944 (23,684)
(281) (560)
(11,660) 38,318
2.321,882 2,063,944
(2,395.891) _(1,990,160)
(2,305.891) _(1,090.160)
(49,725) (17,898)
(405,000) -
405,819 -
(806) -
(49,712) (17,898)
(123,721) 55,886
352,289 296,403
$ 228568 § 352,289
8 - 5 -
$ 266351 § 98,200
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DUPREE & COMPANY, INC.
Lexington, Kentucky

NOTES TO THE FINANCIAL STATEMENTS
December 31, 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies that affect the significant elements of the financial statements of Dupree &
Company, Inc. are summarized below:

NATURE OF OPERATIONS: Dupree & Company, Inc., a Kentucky Corporation, was organized in 1962 for
the purpose of being a securities broker. The Company is now principally engaged in investment
advisory and transfer agent services for Dupree Mutual Funds.

USE OF ESTIMATES: The preparation of financial statements in conformity with U.S. generally accepted
accounting principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities. Accordingly, actual results could differ from these estimates.

BASIS OF ACCOUNTING - SECURITY TRANSACTIONS: Securities transactions are recorded on a
settlement date basis, generally the fifth business day following the transaction date. Fiscal agency fees
are recorded at the time the transaction is completed.

ACCOUNTS RECEIVABLE: Accounts receivable are written off as bad debts in the year they are
determined to be uncollectible.

PROPERTY AND EQUIPMENT: Property and equipment is stated at cost, net of accumulated depreciation.
Depreciation is provided using both the straight-line and accelerated methods over the estimated lives of
the assets.

TRADING SECURITIES: The trading securities category includes both debt securities and equity securities
with readily determinable fair values. They are measured at fair value in the statements of financial
condition. Trading securities are bought and held primarily for purposes of selling them in the near term,
reflect active and frequent buying and selling, and are generally used with the objective of generating
profits on short-term differences in price.

INCOME TAXES: The Company, with the consent of its stockholders, has elected under the Internal
Revenue Code to be an S Corporation. The stockholders of an S Corporation are taxed on their
proportionate share of the Company's taxable income. Therefore, no provision or liability for federal
income taxes has been included in the financial statements. Certain specific deductions and credits flow
through the Company to its stockholders. This election is valid for Kentucky; however, effective January
1, 2005, Kentucky law requires the income tax to be accrued and paid at the entity level. Therefore, a
provision for state income tax and a related liability have been included in the financial statements for
state income taxes.
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DUPREE & COMPANY, INC.
Lexington, Kentucky

NOTES TO THE FINANCIAL STATEMENTS
December 31, 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

COMPREHENSIVE INCOME: There were no items of other comprehensive income at December 31, 2006
and 2005. Thus, net income is equal to comprehensive income for each of those years.

ACCRUED COMPENSATED ABSENCES: Employees are required to use all their sick days, vacation days
and personal days during the year. The days are not carried over to the next business year.

NOTE 2 - TRADING SECURITIES

Trading securities at December 31 consist of the following:

2006 2005
Market Cost Market Cost
NASDAQ Stock, 300 shares $ 9237 $ 2200 $.10554 3 2200

NOTE 3 - PROPERTY AND EQUIPMENT

The following is a summary of property and equipment by classification:

2006 2005
Office furniture and equipment $ 560,405 $ 510,680
Leasehold improvements 22,560 22 560
582,965 533,240
Less accumulated depreciation 521,633 495876
Net property and equipment P 61332 $ 37,364

NOTE 4 - NET CAPITAL AND NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission uniform net capital rule (15¢3-1),
which requires the maintenance of minimum net capital and requires that the ratio of aggregate indebtedness
to net capital, both as defined, shall not exceed 15to 1.

At December 31, 2006, the Company had net capital as defined by Rule 15¢3-1 of $626,351, which was
$376,351 in excess of its required net capital of $250,000. The Company’s net capital ratio was .1001 to 1.

At December 31, 2005, the Company had net capital as defined by Rule 15¢3-1 of $725,374, which was
$625,374 in excess of its required net capital of $100,000. The Company's net capital ratio was .1025 to 1.
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DUPREE & COMPANY, INC.
Lexington, Kentucky

NOTES TO THE FINANCIAL STATEMENTS
December 31, 2006

NOTE 5 - INVESTMENT ADVISORY AND TRANSFER AGENT FEES

Dupree & Company, Inc. serves as the investment advisor and transfer agent pursuant to an investment
advisory agreement (the "Agreement"), dated November 1, 2006, for the Dupree Mutual Funds Income Series,
a no load, mutual fund. The Agreement will continue in effect until October 31, 2007, and thereafter for annual
periods, if renewed.

Dupree & Company, Inc. also serves as the investment advisor to the Dupree Mutual Funds Short-to-
Medium Series pursuant to an investment advisory agreement dated November 1, 20086. It remains in effect
until October 31, 2007, and thereafter for annual periods, if renewed.

On November 1, 2006, Dupree & Company, Inc. renewed their investment advisory agreement with Dupree
Mutual Funds Intermediate Government Bond Series. It remains in effect until October 31, 2007, and thereafter
for annual perieds, if renewed.

On November 1, 20086, Dupree & Company, Inc. renewed their investment advisory agreement with Dupree
Mutual Funds Tennessee Tax-Free Income Series and Tennessee Short-To-Medium Series. It remains in
effect until October 31, 2007, and thereafter for annual periods, if renewed.

On November 1, 2006, Dupree & Company, Inc. renewed their investment advisory agreement with Dupree
Mutual Funds North Carolina Tax-Free Income Series and North Carolina Shor-to-Medium Series. It remains
in effect until October 31, 2007, and thereafter for annual periods, if renewed.

On November 1, 2006, Dupree & Company, Inc. entered into an investment advisory agreement with
Dupree Mutual Funds Alabama Tax-Free Income Series and Alabama Short-to-Medium Series. it remains in
effect until October 31, 2007, and thereafter for annual periods, if renewed.

On November 1, 2006, Dupree & Company, Inc. entered into an investment advisory agreement with
Dupree Mutual Funds Mississippi Tax-Free Income Series and Mississippi Shori-to-Medium Series. It remains
in effect until October 31, 2007, and thereafter for annual periods, if renewed.

Subject to the direction of the Trustees, Dupree & Company, Inc. is to provide Dupree Mutual Funds with
investment supervisory services, office space and facilities, sales and promotional expenses and corporate
administration. As compensation for all services rendered, facilities furnished and expenses paid or assumed,
Dupree & Company, Inc. is to receive a fee at the annual rate of .50% (.20% for the Intermediate Government
Bond Series) of the average daily net asset value up to $100,000,000 in assets, .45% (.20% for the
Intermediate Government Bond Series) of the average daily net asset value from $100,000,001 to
$150,000,000, .40% (.20% for the Intermediate Government Bond Series} of the average daily net asset value
from $150,000,001 to $500,000,000 and .35% (.20% for the Intermediate Government Bond Series) of the
average daily net asset value over $500,000,000. Dupree & Company, Inc. has agreed to forego part or all of
its fee in order to maintain the expenses of the Funds at or below .75% (.45% for the Intermediate Government
Bond Series) of average net asset value. For the years ended December 31, 2006 and 2005, Dupree &
Company, Inc. waived investment advisory fees of $62,452 and $93,618, respectively.
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DUPREE & COMPANY, INC.
Lexington, Kentucky

NOTES TO THE FINANCIAL STATEMENTS
December 31, 2006

NOTE & - INVESTMENT ADVISORY AND TRANSFER AGENT FEES (CONTINUED)

Dupree & Company, Inc. also serves as the transfer agent and dividend-disbursing agent for Dupree Mutual
Funds pursuant to an agreement renewed November 1, 2006. The agreement may be terminated by either
party by giving ninety days written notice. The fee for this service is calculated daily at a rate of 1/365 of .15%
on the first $20,000,000 of net assets and 1/365 of .12% of the net assets over $20,000,000. Additionally,
Dupree Mutual Funds reimburses Dupree & Company, Inc. for out-of-pocket expenses incurred on behalf of
the Fund. The expenses include, but are not necessarily limited to, postage, insurance, telephone charges and
cost of forms.

NOTE 6 - COMMITMENTS

Rental Obligations: The Company leases its present office space under a non-cancelable lease, which
expires October 31, 2008.

The aggregate annual rentats for this office space are approximately as follows:

Year Amount
2007 $ 86,510
2008 72,089

$158.509

Rental expense charged to operations for 2006 and 2005 was $86,510 and $86,510, respectively.

Termination of Shareholder Servicing Agreement: The Company entered into a termination agreement with
a North Carolina investment advisor, which calls for twelve monthly payments of $16,667 beginning January
15, 2007. The investment advisor continued to perform its shareholder servicing function through December
31, 2006 in accordance with the provisions of their original agreement. Effective.January 1, 2007, ali
shareholder accounts were transferred to Dupree & Company, Inc. for them to perform their transfer agency
functions.

NOTE 7 - ADVERTISING COSTS

Advertising costs are expensed as incurred. During 2006 and 2005, the amount expensed was $58,715
and $71,873, respectively.

NOTE 8 - MAJOR CUSTOMERS

Dupree & Company, Inc. derives a major portion of its revenue from one customer. During 2006 and 2005,
revenues from that customer aggregated $5,351,741 and $5,264,191, respectively. At December 31, 2006 and
2005, amounts due from that customer included in receivable-other were $452 752 and $451,574, respectively.

NOTE 9 - CONCENTRATIONS OF CREDIT RISK

At December 31, 2006, the amount of cash on deposit with any one financial institution exceeded the FDIC
insured limit by $74,148.
Page 9




DUPREE & COMPANY, INC.
Lexington, Kentucky

NOTES TO THE FINANCIAL STATEMENTS
December 31, 2006

NOTE 10 - PENSION PLAN

Dupree & Company, Inc. adopted a 401(K) plan for ali eligible employees effective September 1, 1996. The
plan specifies that the employees can make a contribution of up to 25% of their compensation to a maximum
contribution of $15,000 in 2006 and $14,000 in 2005. Dupree & Company, inc. does not match any employee
contributions.

NOTE 11 - EMPLOYMENT AGREEMENT

The Company has entered into an employment agreement with one of its employees effective January
1999. Dupree & Company, Inc. agrees to continue employment of this employee as a consultant after his
retirement, which became effective November 2001. The compensation for these services has been set at
$30,000 a year. At the employee's death, all payments shall cease under this agreement.
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Marr, Miller & Myers, PSC

Certified Public Accountants P.Q. Box 663
(606) 528-2454 (FAX 528-1770) Corbin, Kentucky 40702

INDEPENDENT AUDITOR'S REPORT

January 24, 2007

Board of Directors and Stockholders
Dupree & Company, Inc.
Lexington, Kentucky

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in the schedules on the following pages is
presented for purposes of additional analysis and is not a required part of the basic financial
statements, but is supplementary information required by Rule 17a-5 of the Securities and
Exchange Commission. Such information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all
material respects in relation to the basic financial statements taken as a whole.

393)«», ’J‘D,JJ.MJ ésﬁ‘)gu&.}, fsc

Certified Public Accountants
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BRC 100
' ', KER OR DEALER Dupree & Company, Inc. N 2 L1 r‘
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l SEC FILE NO. 8-10938 98
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ASSETS LX)
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
i PART |l
' BROKER OR DEALER Dupree & v, Inc. asof __12/31/06
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agreements:
' At cost {net of accumulated depreciation
204 AMOMIZANION)......covvsveeercvcs e 490 61,332 680 61,332 |90
15. Other Assets:
I A. Dividends and inferest receivable .............. 500 352 690
B. Free shipments .....ooviierviierennnennneies 510 1,359 700
€. Loans and advances ...........c.cccooeveeen. 520 710 ]
D. MiSCRIaNEOUS . ...ooovvooer s, T 530 23,1388 720 25,099 /930
l 16. FOTAL ASSETS oo $ 690,557 540 §%,% 86,431 740 § 776,988 !a40
l OMIT PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART i
BROKER OR DEALER Dupree & y, Inc. asof __12/31/06
STATEMENT OF FINANCIAL CONDITION
LIABILITIES AND OWNERSHIP EQUITY (continued)
Al Non-A.l
Liabilities* Liabilities* Total
Liabilities
17, Bank loans payable:
A. Includable in *Formula for Reserve
BEQUITEMEATS™ oo ors e rmssss e $ 1030 & 1240 | 8 1460
B ORB et 1040] $ 1250} % 1470
18. Securities sold under repurchase agrement.... 1260 1480
19. Payable to brokers or dealers and
¢learing organizations:
A, Failed to receive:
1. lnctudable in “Formula for Reserve
REQUIrBMENIS™ ...t 1050 1270 1480
2o OB e 1060 1280 1500
B. Securities loaned:
1. Includable in “Farmula for Reserve
Requirements” ... 1070 1 1510
Ze ORI oo ennssssss e e s 1080 [12¢0] 1520
C. Omnibus accounts:
1. Incledable in “Formula for Reserve
REQUITEMENES™ ...t 1090 1530
I V111 O 1095] 7, [1300] 1540
D. Clearing organizations:
. Includable in “Formula for Reserve
Raquirements” [1100) 1550
2. Other.eee. 1105 1310 1560
E. OMEr e 1110 1320 1570
20, Payable to customers;
A, Securities acceunts-inctuding free credits
of s {950 1120 % 1580
B. COMMOGIIES BECOUNS ..oorcvcvvcceereresssrssenesssns \ 1130 [1330] 1590
21. Payable to non customers:
A, SECUMties aCCOUNES ..o v 1140 1340 1600
8. Commodities aLCOUMS vvverveeeccreernerrireenes 1150 1350 1610
22. Securilies sold not yet purchased at market
value-including arbitrage
of $ 960 [1360] [1620]
23. Accounts payable and accrued fiabilities
and expenses:
A, Drafts payable ... 1160 1630
B. AGCOUAIS Payable ..........c....... 62,685 [1170 62,685 1640
€. Income taxes payable ... 1180 b 1650
D. Defermed NCOME TS ..o oereecerer oo % [1370] 1660
E. Acrued expenses and other liabifities .................. 1180 1670
1 S - 1200 (1380} 1680
OMIT PENNIES
*Brokers or Dealers electing the alternative net capital requirement method need not complete these columns.
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART |l
BROKER OR DEALER asof  12/31/08
Dupree & Company, Inc.
STATEMENT OF FINANCIAL GONDITION
LIABILITIES AND OWNERSHIP EQUITY (continued)
Al Non-A.l.
Liabilities™ Liabilities* Total
Liabilities
24. Notes and mortgages payable:
A, URSBEUMRD v e rrns e reecseneersemscmenoennne $ 1210 $ 1690
I T B % 1211 & [ 1390] 1700
25. tiabilities supordinated to ckaims
of general creditors:
A, Cash DormoOwINgS: ......ovvorr e 1400 1710
1. from outsiders%.$ 870
2. Includes equity subardination {15¢3-1(d
of ... $ 950
B. Securities barowings, at market valug ...... ]1410 1720
from outsiders 3 990
C. Pursuant to secured demand note
collateral AQreemMENts ...........ccoevveenminninie e 14207 %, 1730}
1. from outsiders § i1000
2. Includes equity subordination (15c3-1{d)
ol ... $ 1010
D. Exchange memberships contributed for
use of company, 3l market value ..................... %6 1430 1740}
E. Accounts and ether borrowings not
qualtified for net capital purposes ... 1220 1440 1750
26. TOTAL LIABILITIES .o § 62,685 1230] § 1450( § 62,685 |1760
Ownership Equity
27, SOI8 PrOPIBIOISRID «........ccvevecseeesvesesrsresss s eabve s ses s sesseas e e as e844SR bbb on b st sms e p b ekt rmsniens 1770
28, Partnership-limited Parners ,.......coeveomeeeeioneneens § ) $ 1780
#9, Corporation:
A, Preferred S10CK e e OOV PTOPOOT 1791
B, COMIMION SIOCK oottt b e it e st bt 08 E B8 b 05 h8 R B8 e s et en s e e %8 68,000 (1792
C. Additional PAIt-in CADItAL ..o ettt e bbb b 41.406 [1793
D. Retained e3rnings ............ 641 Ra7 | 1794
E Total ..t et s Sy a e e £ e e e et R ear e AR EE e entenn e SIS ' 1795
F. LSS CARIAN STOCK IN WBASUIY 1revevuermire e e ecssemsc e sre s ere om0 5e b e e e et § PSS bbb eSS b { ) 1796
30, TOTAL OWNERSHIP EQUITY .....ovoeeeereeeesevess e sssse s ssse o185 688 a8 58 e $ 714,303 | 1800
31 TOTAL LIABILITIES AND OWNERSHIP EBUITY .co.crmrnesvvsecresssssmssmsimsss s s smesossssessssssssssssssss e s s $ 776,988 |18i0

*Brokers or Dealers efecting the alternative net capital requirement method need not complete these cofumns,

OMIT PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART il

12/31/06
BROKERORDEALER [ oo & Company, Inc. ssol_12/31/

l COMPUTATION OF NET CAPITAL
I 1. Total ownership equity from Statement of Financial Conditon - HEm 1800 ... nnr s srsconne $ 714 ! 303 3480
2. Deduct Ownership equity not allowable for Net Capital . { ) 3490
3. Totai ownership equity qualilied 10r Net Capital ........ccc.cv i e sssss e s s ses s sms s s eransnsanees 714303 3500
4. Ada: 4
I A. Liabilities subordinated to claims of general creditors allowable in computation of net Capital ..., 3520
B, Other (deducticns) or allowable crecits (List) " 3525
9, Total capital and allowable subordinated liabilities $ 714,303 3530
6. Deducticns and/or charges:
' A. Total nonallowable assets from
Statement of Financiat Condition {NOtes 8 and C) ..o $ 86,431 [3540)
1. Additional charges for cuslomers' and
NON-CUSIOMETS' SECUMMY ACCOUNTS ....ovvevteeesceere e eesemt e mme s e smeres st st B 3550
l 2. Additional charges fer customers’ and
non-customers' commodity CCOUNES ... s 3560
B. Aged fail-to-deliver 3570
1. Numbers of items ., - PRI 4 [3450]
C. Aged short security d:nerences less
l TESBIVE D 1oooeevie e receereenee s ver e ssesnesisnissins $ 3460( % 3580
number of items . 3470
D. Secured demand note deficiency ... . 3590
E. Commaodily futures contracts and spm cammodmes
l - PIOPIOELANY CAPILAl CRATGES 1eeveee et s s b e s seree s 3600
F. Dther deductions and/or charges ... - 3610
G. Deductions for accounts carried under Rule 1503 1(&)(6) {a)(?) and (c}(2)(x) " 3615
H. Total deductions and/or charges ... . . O 86,431 3620
' 7. Other additions and/or allowable crednts( 51} bttt taet AR AR bR AR eSS0 AR £k bbb 3630
8. Net capital befare Baircuts 07 SECUMTIES POSTHOMS ......evreeier e reeres s reesecreeren e e s eme s e bb e bbb R $ 3640
9. Haircuts on securities: (computed, where applicable, pursuant 1o 15¢3-1(f)):
A. Contraclual securities committments 3660
B. Subordinated SECUMtiES DOMOWINGS ...c.ocviei et e 3670
C. Trading and investment securities:
1. Bankers' acceptances, certificates of deposil and commercial paper ...y 135 |3680
2. LS. and Canadian government 0blgations ..........coccverrvrvcrermnmemmmems et 3690
3. Stale and municipal government obligations ... 3700
l 4. Corporate obligations 3710
5. Stocks and warrants .. - 1,386 [3720
§, Optluns 3730
7. Arsbitrage ... 3732
I 8. Other securmes ...... YR
0. Undue Concentration .. . 3650
B OUNEI {LISI)  oovvvrvsrsrmsrossesseeemmemsemaeesecsesnr s ns et s se bbb 1736 ( 1,521 3740
OMIT PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART Il

12/31/06
BROKER ORDEALER  pyree & company, Inc. as of /31/
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Part A
13 Minimum net Capital reQUIrEd (57,5 0f M 19} .oicecereueumrreeumreemsmmmromns s ise s 10k $ 4,179 3756]
12. Minimum dellar net capita! requirement of reporting broker ar dealer and minimum net capital requirement

ol subsidiaries compuled in accordance with Note (A) $ 250,000 3758
13. Net capital requirement (greater of line 11 0or 12) .......... . § 250,000 3760
14, Excess net capital {line 101885 13) e ] 376, 351 3770
15. Excess net capital at 1000% (N8 101855 T0% 0F NN 1) ...o..vuruurrmsimcumsimsimsrms mseeeeseneessessessarasesssssrossessessenesmsosnssssssnssssssonescssessassnssssos 359 620,082 3780

GOMPUTATICN OF AGGREGATE INDEBTEDNESS

16. Total A, liabifities from Statement of FINANCIAL COMMIBON ....oovv.ee.roierereeccesiessevessssasnememsems s eanese s ebs e ssris s bnsssees e vms s menones 62,685 [3730]
¥7. Add: :
A Drafts 10r IMMEIZEE CTETIL ..o.ovvoveeeee oo ves et e see e sesssr s ape st cmssessresetans "8 [3800]
B. Market value of securities borrowed for which no equivilent value
IS PRI OF GIBHIEL ..ovooeeee et ettt Rt 3810
C. Other unrecorded aMOUILS {LISTY ..o reeeresenenseee st iass b e 3820 & 3830
18. Deduct; Adjustment based on deposits in Special Reserve Bank Accounts (15¢3-1{c)(1H{vii) e B 3838

19. T012! AGGIEQAE IMUEBIEANESS .....vvvserseerieemseeearsssres st rnesssre s sreeeeoms s asss s s om0 AL A E S48 s 8 62,685 3840
20. Percentage of aggreqate indebtecness 1o net capital {fine 19 = by Ine 10} % 10,01 3850
21. Percentage of aggregate indebtedness to net capital affer anticipated capital withdrawals

{ling 19 = Dy ling 10 1855 M 4880 PAYL 25) .ooveriemeeeieesier e sasms s bbbt s b R e e % 10.01 [3853

COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT /A

Pant B
22. 2% of combined aggregate debt items as shown in Fermula for Reserve Requirements pursuant to Rule 15¢3-3

prepared as of date of the net capital computation including toth brokers or deafers and consolidated subsidiaries’ debits ............. 7% ] 3870
23. Minimurn doltar net capital requirement of reporting broker or dealer and minimum net capital requirement of

subsidiaries compited in aceordance With NOTE [A) ... i i st s s § 3880
24. Net capital sequirement (greater of tine 22 or 23) ...... v $ 3760
25. Excess net ¢apital (HN8 101855 24) ..veiiiiic i esse st e s - 3910
26, Percentage of Net Capital to Aggregate Debits (line 10 = by Ng17 page B) ..o s % 3851
27. Percentage of Net Capital, after anticipated capital withdrawals, to Aggregate Debits

{line 10 les5 item 4880 page 11 + by 1iNe 17 2308 B) wivvuesirr et bttt s s % {3854
28. Netcapital in excess of the greater of:

A. 5% of combines aggregate debititemns o5 $120,000 ..o e $ 3520]

OTHER RATIOS  1q/a

Pat C
29, Percentage of debt to debt-equity total computed in accordance with Rule 13€3-1{d) ..o % 3860
30. Options deductions/Net Capital ratio {1000% test) total deductions exclusive of liquidating equity under

Aule 15¢3-1(a)(8), (2)(7) and (C)(2) (X} 4 NETCAPIHAT ovvrivrsvreeecs e e ssssis s s s b e e % 3852
NOTES:

(A) The minimum net capital requirement should be computed by adding the minimum doflar net capital requirement of the reporting broker dealer and, for each

subsidiary to be consolidated, the greater of:
1. Minimum dollar net capital requiremment , or
2. B%% of aggregate indebtedness or 2% of aggregate debits it alternative method is used.

(8) Do not deduct the value of securities borrowed under subordination agrements or secured demand notes covered by subordination agrements not in satisfactory form
and the market values of memberships in exchanges contributed for use of company (contra to item 1740) and partners’ securities which were inchided in non-aliowable
assels.

(C) For reports filed pursuant to paragraph {d) of Rule 172-5, respondent shoutd provide a list of material non-2liowable assets.
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PART I - FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

pree & Company, Inc. Number of months included in this stalement

BROKER OR DEALER Du For the period (MMDDYY) from3s 01 /0% /06 3932/t0 12/ 3] [Qﬁ 13933)

3931

STATEMENT OF INCOME (LOSS)
REVENUE

1. Commissions;

a. Commissions on transactions in listed equity securities exectted on an eXChaNGE ... ccrereerc e 39335
b.  Commissions on transactions in exchange listed equity securities executed over-the-counter . 3937
€. Commissions 00 SIEA CPHOM ITANSACHOMS .o eriinet s erern ettt st bbb st e bR R st 108 00 sk b b hab s hrR st sh e 3938
d. Al other secwrities commissions .. et e e et et . et 393%
e. Total securities commissions . et et b e e A4S0k AR et b bt enremstrasstebesnrrenenneene 0 3940
2. Gains or losses on firm securities lfadmg accounts
a.  From market making in over-the-counter equity SECUMNES .......v i 3941
1. Includes gains or {losses) OTC market making in exchange listed equity securities......... | 3943
D, FrOm trading N QBB SECUIHES ... rv.iemeeeeeceietsitis bbbttt bbb B8 S bR P b 3944
c. From market making in options on a national securities exchange ... 3945
d. From all other trading 3948
e. Tctal gains or {losses) ... 3950
3. Gams or losses an firm securmes investment accounts
. Includes realized GaiNs (JOSSES) vrwewrrservrscrnmmmneiee i is bt st b E s
b. Includes unrealized gaing (IOS5ES5) cvcevcii i
c. Total realized and unrealized gaing {JOSES) covvrcvioc et st " 3952
4. Profits or (losses) from underwriting and selling groups ............. 3955
a. Includes underwriting income from corparate equity Secunties ... 4237
B IVAEGIM INEBTESE o.vitirsctes it secess it ser e s s et s s crebe sk bbb g 48480 BE SRR E AL T4 RS040 E 40 RS8R A T8RS HE SRS RS TR E bR TR0 3960
6. Revenue fram sale of iNVESIMENT COMPANY SNATES ... e rece e et meas s be s e 3970
7. Fees for account supervision, investment advisory and adminiStrative SBIVICES ... 5.4531 241 3975
B, REVENUE [[OM IESACH SEIVITES w...e..ooeeeeesecssussssssssonesrmssssamssmsesesesresssssassesnes " ’ 3980
Q. COMIMIDUIES TBVEMUE ... oceoereeeceeeeceteeisecsiessbssbsssesssesessemessessssesssesesss e remneseesessns4e84mea s s 20t 0B 4ee £ £ 1o b ened b s 3990
10. Other revenue refated to securities business %2 3985
TH. OHNEI TBVEMUE .....coocceee ettt s i b s e es s e e st smsan e nne s st am s nne e s m s 772 403 3995
12, TORA FEYEIE ..vvvvevvevseersevessessssssas e sesessssis s s ems s bR b8 Rt PSR AR AR b AR b kbt rbeb s 9 5, '-'x?‘:.f 644 14030
EXPENSES
13. Registered representalive’s COMPENSAION ....c..ocoiiiiit it iriess st ssa4s e b 22 2s 11001 ms s b st b s $ 1.148.407 4110
14. Clerical and adminisirative emplOYEES’ EXBENSES .v...orenrersurernsinconssassosscssessianrecsnrs . '519 446 4040
15. Salaries and other employmend costs for general partners, and voting SIOCKROIET GIHICEFS ..o . 540 . 000 4120
a. Includes interest credited to General and Limited Partners capital accounts ... 4130 ’
16. Floor brokerage paid to cerain Hrokers (See defifilion) i s e e e 4059
17. Commissions and clearance paid to all other brokers {See definflion) ... s s % 4145
18. Clearance paid 10 NON-BrOKErS {SE. TRIIMEONT L.uvmerreo e et d b bbb bbb 4135
10, COIMUTIUNMICANONS .evveeeveveeeseseersmsteeeeeseseesssnaeesseseese sessssanssssssmssas sessm s seses ot kot aeasssaEaes hee e sesrE e reRe o081 emsee s be e o £ o meE £ 4de s € aeare b es e eet et stnr et et cmesorce 12 .4951 4060
20. Occupancy and equigment costs . 152,343 | a080
DL P OO O, 08T oo oo et eve et st sessesssssasessemeseseaseeesensemm et e eeemesaesmre et e seemeesstuesseabe s 4ot ed st s ebe e b s eeE b et s bae bt eetes et s sesbmnbebe nees sessretseeaen 715 4150
22 INIETESE BXPEIISE L..ovovecvvecveceeseessesieeeesses s s ssesssseess s eebo s st oo b b4 ab ot o0 b b4 b4 e84 E o0 s 021 288t £ b s ek Rd e bt o 4075
a. Includes interest on accounts subject 1o sUSOrdiNation AQreBmMENLS ...c...cecreceesmvermssemsimsenne {4070)
23 L05585 in error ACCOUN AND DAL DBDIS ......voov.ivieicveeer s r s eremsns bbb et s 4170
24. Data processing costs (including service bureau service chafges) ... 4186
25, NON-TECUITING CRATGES ...oveveviereetereesee s emencensresenees e eerarieieseseresiestseietesssessestssaesissisesetiesenssesseesinssseEeseet s s e enes £ ebseasareerd e nresente e aeares 4190
26. Regulatery fees and expenses .. 8,997 4195
27 DINBE BEIENSES ...ovoovoeeeoeoieieteeseeesimsieseeserarssesssesssnsecs s £ eEs£Es £ s eE e eeEses 2Rt e £rae e Bt bt LR HE R0 LSS b et bbbt ren 6(1'7: 511 4100
28, TOWI BXPBISES ovvvveereeeeeeeeeeee e reaset s sscseenmes et AR Rt RA ARk RR SR e SRR ER AR 4R Rkt s $ 3,048 370 [4200
NET INCOME
29. Income {loss) betore Federal income 1axes and items BeIow {ItemM 12 1855 HEM 2B) ......c.orerrerrriecsnsrcrinrsorenisisssissnnssesssssisesssansserse 2,477,274 4210
30. Pravision for Federal incame taxes (for parent only} ....... Kentucky:.. B 171,381 4220
31. Equity in earnings (losses) of unconsolidated subsidiaries not included above ........... eeeeeens 45 4222
2. ANEr FEORral iNCOME TXES D w.vvvvveeovcre s ossnssssssnssseseeseessessssssssssnreres [4238]
32. Exiraordinary gains (losses)......... [ 4224|
a. Alter Federal income taxes of [4239]
33. Cumulative effect of changes in ACCOURTING PAACIPIES 1oviiveesrrmrreieiis it ems ettt et et s e e 4225
34, Net income (loss} after Federal iNCOME 12XeS ANT EXITAOTHIIAIY MBS ..o....oooccvroccressvesesssnssssesssssns s seere s ense s s 2,305,893 famn
MONTHLY INCOME
35. Inceme (current month onfy) before provision for Federal income taxes and extraordinary emS ... 3 4211
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FINANCIAL AND OPERATIONAL COMBINED UNiFORM SINGLE REPORT
PART I

BROKER OR DEALER Dupree & Company, Inc. asofl 12/31/06

COMPUTATION FOR DETERMINATION OF RESERVE REQUIRTEMENTS
FOR BROKER-DEALERS UNDER RULE 15¢3-3
(See Rule 15¢3-3, Exhibit A and Related Notes)

CREDIT BALANCES
1. Free credit balances and other credit balancesin customers’ security

accounts (see Note A, EXhibit A, RUIE 1563-3) w..o.coevrcrcorreremscesomeesossnsoninrsorsnns e g § [4340]
2. Monies borrewed collateralized by securities camed ror the accounts 01

customers {see Note B) .. 4350
3. Monies payable againsi customers’ securities Ioaned (see Note C) 4360
4. Customers” securities failed 10 receive (see Note D) .. 4370
5, Credit balances in firm accounts which are annbmable 1o pnncrpal sales to customers .. ] 4380
6. Market valre of stock dividends, stock splits and similar distributions receivable outslandmg

over 30 calendar days ... 4390
7. **Market value of short secun:y count dlﬁerences aver 30 calendar days uld 4400
8. =*Market value of short securities and credits (not to be affset by logs or by

debits) in all Suspense accounts over 30 CalENdar ays ... - [4410]
9. Market value of securities which are in transfer in excess 0\‘ 40 carendar days anc! have not been

confirmed to be in transter by the transier agne! or the issuer during the 40 days........cooocvvereee 4420
0. OIREE [LISE) ceveoniin s ittt st esr e oot st bbb s s e 4425
11 TOTAL GREDITS . eoeesseessesnmsess oot e et e et $ 0 [4430]
DEBIT BALANCES
12. **Debit balances in customers' cash and margin accounts excluding unsecured accounts and

accounts doubtful of collection net af deductions pursuant to Note E, Exhibit A, Rule 15¢3-3 ..., $ Wl
13. Securities borrowed to effectuate short sales by customers and securities borrowed te make

delivery on customers' securities failed to deliver... 4450
14. Failed to deliver 0f customers’ securities not older 1han 30 calendar days . e 4460
15. Margin required and on deposit with Ogtions Clearing Gerporation for all Dptlon contracts

written or purchased in customer 2cCounts (SE8 NOIE F) et e 4465
1B, OINET (LIS ovistssisniete i1 b b b4 st e b s e e % 4469
17, **AQGIEGAIE GBDITIEIMS 1ovvvssvevvosivsosssressiss cvorsese s s ettt ses o ss e st s e ss e es e e 84 888 0t £ ees e e et re et $ 0 [4470
18. **Less 3% {for alternative methed only—see Rule 15e3-1(1(5)(1) .. R Q[ 4471
19, MFTOTAL 1ADI-F DEBITS .ottt et et e b b+ b o4 ee e b R e AR RR bt e eee e $ 0 |4472
RESERVE COMPUTATION
20. Excess of totat debits over to1a) Credits (lINe 19SS B 1) oo ettt e v s esben st s rrsa seb et s e s e eee e 7.5 0 | 4480
21. Excess of total credits over total debits (line 11 less line 19) ......... O | 4490
22. f computation permitted on a monthly basis, enter 105% of excess of lmal credns over total debns .................................................. (b 14500
23. Amount hetd on deposit in “Reserve Bank Account(s),” including value of qualified securities, at end of reporting period .........o....... 0 ! 4510
24. Amount of deposit (or withdrawal) including

$ [m Value of QUANTIED SBOUMEES ..c.ovrereriee ettt ettt e st b e Q W]
25, New amount in Reserve Bank Account(s) after adding depesit or subtracting withdrawal in¢liding

3 [4525 ] Value Of QUANED SEEUTLES ©....ooovrere oo reees e evere e sssseess st e et ssmeeees s e eoeeee $ 0 |4530
26. Date 0f dePOSH (MMDDYY) coooiiit ettt st et b bt er S o e 55441 11440 s ems s e ans s snesreses 0_j4540
FREQUENCY OF COMPUTATION
27. Daily% [1332] weekly [4333] montnly [433a]
** In the event the Net Capital Requirement is computed under the alternative method, this “Reserve Formula™ shall be prepared in

accordange with the requirements of paragraph (f) of Rule 15¢3-1.
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART Il

BROKER OR DEALER

Dupree & Campany, Inc.

asof 12/31/06

COMPUTATION FOR DETERMINATION OF RESERVE REQUIRTEMENTS
FOR BROKER-DEALERS UNDER RULE 15¢3-3 (continued)

EXEMPTIVE PROVISIONS
28B. If an exemption from Rule 15¢3-3 is claimed, identity belew the section upon which such exemption is based {check only one)

A.
B.
C.

i

(K1(1) — $2,500 capital category as per Rufe 15¢3-1 . OO 1. X 4550

{K)(2)(A) — "Special Account for the Exclusive Benefit ol customers” masmalned 4560

(K)(2)(B) — AN customer transactions cieared through another broker-dealer on a fully dlsctosed basw

Name of clearing firm¥, m] 4570

(k)(3) — Exempted by order of the COMMISSION ......c.ovm ittt eses e s poa et sms s s s bbb s aa e et 4580

Information for Possession or Control Requirements Under Rule 15¢3-3
Siate the market valuation and number of otems of;

Customers' fully paid securities and excess margin securities not in the respondent’s possesion or control as of the report date

(for which instructions to reduce to possession or control had been issued as of the report date) but for which the required

action was not 1aken by respondent within the time frame specified under Rul 15¢3-3. Notes A and B .....cooovovcecvevvccceccse. 8 0 4586

A. Number of items ., . 4] 4587

Customers' fully pald securities and excess margin securities Jor which instructions o reduce possession or cumrol had not

been issued as of the report date, excluding items arising from “temporary lags which result from normal business operations”

as permifted under Rule 1563-3. NOES B, € M8 D ..ot sttt s bbb bbb s a1 $ 0 4588

AL NUIMDEE OF FIBIMS <.ttt et e s s e e s s rne Pk sen A B b ae et b s b e s smn b sar e sne 0§ 0 4589
OMIT PENNIES

The system and procecures utilitzed in complying with the requiremnent to maintain physical possession er control of

customers’ fully paid and excess margin securities have been tested and are functioning in @ manner adequate to

UMY he reqUIreMENtS 0f RUIE $5C3-3 .ooovroeeeecoeeoessssoeso o esns et ves X [4584 ] No 4585

NOTES

A—Dao notinclude in ilem one customers' fully paid and excess margin securities tequireg by Rule 15¢3-3 to be in possession or controd but for which no action was
required by the respondent as of the report date or required action was taken by respondent with the time lrames specified under Rule 15¢3-3,
B~ State separately in response to items one and two whether the securities reported in response thereto were subsequently reduced to possession or control by the

respondent.
C-Be sure to include in item two only iterns not arising from “temporary tags which result from norma) business eperations” as permitted under Rule 15¢3-3.

D—ltern two must be responded 1o only with repert which is liled as of the date selected for the broker's or dealer's annual audit of tinancial statements, whether or not such
date is the end of a calendar quarter. The response to item two should be filed within 80 calendar days alter such date, rather than with the remainder of this repont. This

information may be required on a more frequest basis by the Commission or the designated examining authority in accordance with Rule 17a-5(a)(2){iv).
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART II

BROKER OR DEALER
Dupree & Company, Inc. @ of

12/31/06

SCHEDULE OF SEGREGATION REQUIREMENTS AND FUNDS IN SEGREGATION
CUSTOMER'S REGULATED COMMODITY FUTURES ACCOUNTS N/A

SEGREGATION REGUIREMENTS
1. Net ledger bafance:

7010

B, SECUMES (AL IMIATKED) «oevieieeet oottt be et bttt s seae et e sa s e et s e s bt s e se e b es s sesSmass e ersee s et e o e PR EE £ HeRea At Rt bt e neeeeaen

7020

2. Net unrealized profit {loss} in open futures contracts traded on @ CONtract MATKEL ...........coooe e e ee

7630

Exchange traded cptions:
A, Add: Market Value of an open option contracts purchased o a CORTaCt MATKEL ..ottt e e n

7032

B. Deduct: Market Value of an open option contracts granted (Sold) 00 @ COntract Market...........o.ovevevveiever vt e e

7033

4. Net equity (defiCit) (101a1 ©F 1, 2 AN 3) .o e e ettt bbb et st s e s e e bbb et

7040

Add accounts liquidating to a deficit and accounts with debit balances with N0 0DERIFAGRS ..ot eees

7050

6. Amoun? required o be segregated (total of Sand 4)

7060

FUNDS ON DEPOSIT IN SEGREGATION
7. Deposited in segregated funds bank accounts:

7070

B. Securities representing investments of customers’ fund (21 MATKEL) .....c.o.ocooviv v bbbttt ee e e e e ree s

7080

C. Securities held ia particular customers or option customers in fiew of cash {at market) ...

7080

8. Margin on deposits with clearing organizations of contract markets:

7100

8. Securities representing investments of customers’ TUNd (AL MATKET) ..o e et sttt es e

7110

C. Securities held in panticular customers or option customers in lieu of cash (at market) ..

7120

9. Seftlement due from (1o} clearing organizations of CONUACY MATKELS ..o.ove oo st st e s e s

7130

10. Exchange traded opticns:
A, Add: Unrealized receivables for option confracts purchased on CONract Markels ......ueveviereviieiereiice e et eer s sasre s

7132

8. Deduct: Unrealized obligations for option contracts granted (sold) on contract MArkets ..o rcere e e

7133

11, Net BQUILIES WILN OINEF FOMS L.o.ooe e ve s et s s e ies e rssese et se et et esaste soteas s emsnssssseescsemsss s eesmsees e eesesssesssr s T8 saeras b obenet bt s bt s eeeemnenn

7140

12. Segregated {unds on hand;

7150

8. Securities representing investments of customers' fUNds {38 MATKEL) ...t st s e as st

7160

C. Securities held for particular customers in fiev of cash {at market]

7170

13. Total amount in segregation *total of 7 through 12) .......... s 8

7180

14. Excess (insufficiency) funds in segregation (13 minus 6}

7190
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FINANCIAL AND OPERATIONAL GOMBINED UNIFORM SINGLE REPORT
PART II

BROKER OR DEALER Dupree & Company, Inc. asof 12/31/06

Ownership Equity and Subordinated Liabilities maturing or proposed to be withdrawn within the next six months
and accruals, {as defined below), which have not been deducted in the computation of Net Capital.

Type of Proposat Amouni to be
Withdrawal ot Withdrawn (cash {MMDOYY) Expect
Accoual Insider or amount and/or Net Withdrawal or 10

See below for Outsider? Capttal Value of Maturity Renew

code 10 enter Name of Lender or Gontributor {tn ar Qut) Securities) Date (Yes or No)
% 46001 4601 4602]5 {4603 4604] 4605
s 4610 4611 4612 4613 4614 4515
%6 4620 4621 4622 4623 4624 4525
% 45630 4631} 4632 4633 4634 [4635]
% 4640] 4641 4642 4643 4644 4645
%, 4650 4651 4652 4653 4654 [ 4655
%o 4660 4661 4662 4663 4654 [ 4665
B 46701 4671 4672 4673 4674 [4675
%2 4660] 4681 4682 4683 4684 [ 4685
ki 4690] 4691 4692 4593 4634] 4695]

Total $%  None 4699*

OMIT PENNIES

* To agree with the total on Recap (lterm No. 4880)

Instructions: Detail Listing must irclude the total of items maturing during the six month perind following the report date, regardiess of whether or not the capital contribution is
expected to be renewed. The schedule must also include proposed capital withdrawats scheduled within the six month period following the report date including
the praposed redemption of siock and payments of liabilities secured by fixed assets (which are considered allowable assets in the capiial computatien pursuant
16 Rule 15¢3-1{c){2(iv}), which could be required by the lender on demand or in less than six months.

WITHDRAWAL CODE: DESCRIPTIONS
1. Equity Capital
2. Subordinated Liabilities
3. Accruals
4, 15¢3-1{c)(2)(iv) Liabilities
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
Capital Withdrawals
PART I

BROKER OR DEALER  pypree & Company, Inc. asof ___12/31/06

RECAP
Ownership Equity and Subordinated Liabilfties maturing or proposed to be withdrawn within the next six months
and accruats, (as defined below}, which have not been deducted in the computation of Net Capital.

. Equity Capital

A, Partnership Capital:

Page 25

1. GENBIAI PAMIEIS 1ovoursyveceasemescreemsressiosessems b e et s st csessemse s et sess s e ent e ses b s 4700
2. Limited oo 4710
3, Undisteibuted Profits .. 4720
4. Other {gescriDe DEIOW) ....o..cvccceeicecciiicins 4730
5. 5018 PROPFBIOISTUD - ooototiee et iore s e es et st st sms s ettt smm s 4735
B. Corporation Cagital:
T, COMITION STOCK w..oovieeeeieress e e see e ree e e s b R bbb s e eam e 4740
2. Preferred S10CK ..o 4750
1. Retained Earnings (Dividends and Other) .... 4760
4. Other (desCiibe DRIOW) ..ot e 4770

. Subordinated Liabilities
A. Secured Demand Notes 4780
B. Cash Subordinates ...... 4750
€. Debentures ................. 4800
D. Qther {describe below) 4810

. Other Anticipated Withdrawals
A BOMUSES «.ooveruriteviesseeeeceeeeeeessas e bers s berebbe st e ese et pes st os e b bbb bt bbbt s 4820
B. Voluntary Contributions to Pension or Profil Shanng Plans . % 4860
. Other {describe below) 4870

TOTAL e eeeeee e e ee e ets s oe eS8 e ss e s a8 s 02 5814818214488 1SR4 Rt $ None  [4880

. Description of Other

STATEMENT OF CHANGES IN OWNERSHIP EQUITY
(SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION)

. Balance, beginning of period ... eeeee et rene RS et RSB LL S PR RSB SRR R 1SR st b $ 731,895 |424)
AL NELINCDME (OS5} cvevtecr et cees ettt ete bbb 443044 8 LR8B4 8 5481288 8418 RS E8 s e 2 305.897 4250
B. Additions (includes Non-ConfOrMING CAPIAL O oo, vreremssvevsmecmsimniseneenesssimeneessessssessensereens $ 4263 T ’ M 4260
C. Deductions {includes ron-conforming CapHal O ... 5 4272 2,395,891 4270

. Balance, end of period (From BEM T80 ..o ettt ottt s s s s e st et b s $ " 641 gq-; 4250

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS

. BalanCe, DEGIMMIRG OF PEIIOU ....vveveveeeeeeceeceeeeves st s iessre s sssss e bener e e e e s es et o e s s b8k s sk sttt 3 4300
A, INCreases.............. 4310
B. DECIBASES ....o.oocovececevrvere s eceecrereanes - ) 4320

. Balance, end of period {(From Hem 3520 ... e, - % 4330

OMIT PENNIES



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
| PART Il
l BROKER OROLALER  Dupree & Company, Inc. asof __12/31/06
FINANCIAL AND OPERATIONAL DATA
1. Month end total number of stock record breaks unresoived aver three business days Valuation Number
A BIBAKS JONG «ovooeee ettt ettt s s ettt een $ 4890 4900
B. BrEaKS SROM oottt s s w5 4810 ] 9, 4920
2. Is the firm in compliznce with Rule t7a-13 regarding periodic count and verification
of securities positions and locations at least once in each calendar quarter?
l {Check one) Yes No [ ]
3. Personnel employed at end of reporting period:
A INCOME PIOGUCING PEISOMMBI ..o ivveerecee e eseetee s et et seseesesae e ssa st et sbesbssbesmssee e smsbess s ses st s beses st s bt ee 8t emeemt e emsn s stmenearee s s s eres 8 {4930
B. Non-income producing PErsOnNEL (Al OMIET) ......evr e ittt sr e vt ases e sas st st et ebas s se s ss st s e bes e srss et emssnseessessnan & 4960
B TOMAL ettt ree et et et ettt e et e 858 £ £t 8 4R £ RRRS AR R A ns b be st s 14 [ 4970
4. Actual number of tickets executed during current month of reponting period . 4980
5. Nunber of corrected customer confirmations mailed afer SEEMENT A8 ..vveorircricrioricen s sse s esne s 4990
Debit Credit
I No. of ltems {Short Value) No. of ltlems (Long Value)
6. Money differences ........oveserssees 89 0. {5000] $ q [5010 a [5020]%:% 0 | 5036
7. Security suspense accounts. (0 i5040| § (1 5050 n_| 5060 $ n | 5070
8. Security difference accounts ... 0 _[>5080] § 0 [5090 (_[5100} $ 0 5110
' 9. Commodity suspense accounts ............. G 5120 § 0 5130 0_|5140] % | 5150
10. Open transactions with correspondents, -
other brokers, clearing crganizations,
depositories and interoffice and inter-
I compary accounts which could result
in a charge — unresolved amounts over
30 calendar days ......ceececeieeinenenene 0 |5160] & Q (5170 O [5t80] § o [5190)
11. Bank account reconcilliations — unresolved
amounts over 30 calendar days .............. 0 |5200%,% 0 _{5210]7, 0 | 5220 § n [ 5230
' 12. Open transiers aver 40 calendar days,
not confirmed .. 0 [sz40] 8 (}_|5250] - (| 5260; § 0| 5270
13. Transactions in reorganization accounts
— over 60 Calendar days ... 8 0 |5280] % 0 [5290 0 | 530015 0 | 5310
I T4, TOMAl o e e e s s 0 |5320] § 05330 0 [5340] % n L5350
No. of Items Leger Amount Market Valtue
15. Failed to deliver 11 business days ar longer (21 Business
I Days or longer in the case of Municipat Securities) ...........oco...... 0 5360] $ 0 5361 0O 5362
16. Failed to receive 11 business days of longer (21 business
Days or ionger in the case of Municipal Securities) ..o 0 5363 § 0 5364] 0 5365
17. Security concentrations {See instructions in Part 1):
. A PTODPIBLAIY POSIHIDIS 1uvvvrvuerenreresnssesasserseareseereseesreaseesseessesesseesemsssstsseas 114444440 4425m 430028t e 828810828 88261080 ra 4251 arnsean $ 0 5370
B. Customers™ accounis under Rule 15¢3-3 ..c...oooeee. - 0 5374
18. Total of personal capital borrowings due within six months........... . § 0 5378
19. Maximum haircuts on underwriting commitments during the period . ) 0 5380
20. Planned capital expenditures for business expansion during next six months .. . % 0 5382
21. Liabilities of other individuals or organizations guaranteed by respondent ... . § 0 5384
22, Lease and rentals payable Wi ONE YBAT ...ttt teem e aee e em e et eas et et emtesssasnes s eeseessessnseeeensaantesnes st ssnmnsenr 3 0 5386
23. Aggregate lease and rental commitments payable for entire term of the lease
B BEOSS ooovves oo seesesseeoeseeeomeeeeoe s e oo oo ees e eee e sbe At oAt Aot R ettt s et eeee b e eee e $ 0 [5388
I BL NEL oottt ettt et e ees et e h ek d bR A b £ bt s £k AR b e R 2R 8 et et b et s ene e $ 0 53580
OMIT PENNIES
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Marr, Miller & Myers, PSC

Certified Public Accountants P.O. Box 663
(606) 528-2454 (FAX 528-1770) Corbin, Kentucky 40702

COMMENTS ON NET CAPITAL AND RESERVE REQUIREMENTS

January 24, 2007

Board of Directors and Stockholders
Dupree & Company, Inc.
Lexington, Kentucky

We compared the computations of net capital and reserve requirements contained in the audit
report of Dupree & Company, Inc., for the year ended December 31, 2006, with the Company's
most recent unaudited computations as contained in the Focus Report - Part Il (Form X-17A-5).
Differences between the audited computations and the most recent unaudited computations are
outlined below:

Computations

per latest Computations
Form X-17A-5 Per Audit

Total capital $714,303 $ 714,303
Deductions from net worth 87,952 87,952

Net capital $ 626,351 $ 626,351
Minimum net capital required:

Aggregate indebtedness $ 62,685 $ 62,685

Required percentage 0667 .0667

Minimum net capital $ 4181 $ 4181

Net capital in excess of minimum $ 376,351 $ 376,351

Ratio of aggregate indebtedness to net capital 10.01 10.01

There were no differences found to exist between the most recent unaudited computation and
the audited computation as contained in the Focus Report - Part |l, for determining reserve
requirements under Rule 15¢3-3.

EOQJW, PabLons é'h)aw, s

Certified Public Accountants
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Marr, Miller & Myers, PSC

Certified Public Accountants P.O. Box 663
(606) 528-2454 (FAX 528-1770) Corbin, Kentucky 40702

SUPPLEMENTAL REPORT ON INTERNAL ACCOUNTING CONTROL
REQUIRED BY SEC RULE t17a-5

January 24, 2007

Board of Directors and Stockholders
Dupree & Company, Inc.
Lexington, Kentucky

In planning and performing our audit of the financial statements of Dupree & Company, Inc. for
the years ended December 31, 2006 and 2005, we considered its internal control procedures,
including procedures for safeguarding securities, in order to determine our auditing procedures
for the purpose of expressing our opinion on the financial statements and to provide assurance
on the internal control structure.

Also, as required by Rule 17a-5(g)(1} of the Securities and Exchange Commission, we have
made a study of the practices and procedures (including tests of compliance with such practices
and procedures) followed by Dupree & Company, Inc. that we considered relevant to the
objectives stated in Rule 17a-5(g)(1) in making the periodic computations of aggregate
indebtedness (or aggregate debits) and net capital under Rule 17a-3{a}(11) and the reserve
required by Rule 15¢3-3(e); (2) in making the quarterly securities examinations, counts,
verifications and comparisons, and the recordation of differences required by Rute 17a-13; (3) in
complying with the requirements for prompt payment for securities under Section 8 of
Regulation T of the Board of Governors of the Federal Reserve System; and (4) in obtaining
and maintaining physical possession or control of all fully paid and excess margin securities of
customers as required by Rule 15¢3-3.

The management of the Company is responsible for establishing and maintaining the internal
control structure and the practices and procedures referred to in the preceding paragraph. In
fulfilling this responsibility, estimates and judgments by management are required to assess the
expected benefits and related costs of internal control structure policies and procedures and of
the practices and procedures referred to in the preceding paragraph and to assess whether
those practices and procedures can be expected to achieve the Commission's above-
mentioned objectives. Two of the objectives of an internal control structure and the practices
are to provide management with reasonable, but not absolute, assurance that assets for which
the Company has responsibility are safeguarded against loss from unauthorized use or
disposition and that transactions are executed in accordance with management's authorization
and recorded properly to permit preparation of financial statements in conformity with U.S.
generally accepted accounting principles. Rule 17a-5(g) lists additional objectives of the
practices and procedures listed in the preceding paragraph.
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Marr, Miller & Myers, PSC

Because of inherent limitations in any internal control structure or the practice and procedures
referred to above, errors or irregularities may occur and not be detected. Also, projection of any
evaluation of them to future periods is subject to the risk that they may become inadequate
because of changes in conditions or that the effectiveness of their design and operation may
deteriorate.

Our consideration of the internal control structure would not necessarily disclose ali matters in
the internal control structure that might be material weaknesses under standards established by
the American Institute of Certified Public Accountants. A material weakness is a condition in
which the design or operation of the specific internal control structure does not reduce to a
relatively low level the risk that errors or irregularities in amounts that would be material in
relation to the financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions. However, we
noted no matters involving the internal control structure, including procedures for safeguarding
securities that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the Commission to be adequate for its
purposes in accordance with the Securities and Exchange Act of 1934 and related regulations,
and that practices and procedures that do not accomplish such objectives in all material
respects indicate a material inadequacy for such purposes. Based on this understanding and
on our study, we believe that the Company's practices and procedures were adequate at
December 31, 2006 and 2005, to meet the Commission's objectives.

This report is intended solely for the use of management, the Securities and Exchange
Commission, the New York Stock Exchange and other agencies, which rely on Rule 17a-5(g)
under the Securities Exchange Act of 1934 and should not be used for any other purposes.

3’9\»«;, B"ﬂ}-..bl.vu bz")am), fs¢

Certified Public Accountants



